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PREFACE 

This  report  is  based  on   research  undertaken  to   aid  retailers  in   reducing  the  cost 
of  food  distribution  by  developing  better  utilization  of  selling  space  in  retail    food 
stores. 

The  plans  and  procedures  of  this  study  were  approved  in   1953  by   the  officers  and 
directors  of  the  National  Association  of  Retail  Grocers:   V.   L.    Browner,    president,   Des 
Moines,    Iowa;    Alvin  V.   Hokanson   (elected  president  at  1954  convention),    Porter,    Ind.  ; 
Ray  Cowperthwaite,    treasurer,   Bushnell,    111.;    Gerard  Klomp,   past  president,  Ogden,   Utah; 
W.   H.    Crawford,    El  Monte,   Calif.;   Scott  De trick,   Louisville,   Ky.  ;   R.   J.    Frederick, 
Beaver  Dam,   Wis.  ;   R.    C.   Houlihan,   Fort  Worth,   Texas;    and  0.   A.   Swaringen,   Concord,  N.  C. 

The  authors  wish   to  express  appreciation   to  Mrs.   R,   M.    Kiefer,    secretary-manager 
of  the  National  Association  of  Retail  Grocers,    for  assistance  in   summarizing  the  statis- 
tical  data;   Don  Fisher,    secretary  of  Iowa  Retail   Food  Dealers  Association;    and  Harold 
P.    Echtemach,    secretary  of  the  Illinois  Retail   Grocers  Association,    for  assistance  in 
obtaining  wholesaler  participation;   Roger  J.   Kasper,    general  manager,    and  F.   W.    Saville, 
and  E.   C.   Johnston,    supervisors,    of  the  Grocers  Wholesale  Co-op  Co.,  Des  Moines,    Iowa; 
Russell   W,   Byerly,    general   manager,    and  lowell  Janke  and  Victor  Schmidt,    supervisors, 
of  the  Wins  ton -Newell  Co.,   Des  Moines,    Iowa;    and  Herbert  R.    Rheinhardt,    sales  manager, 
and  Wayne  L.  Johnson  and  Russell   Wheeler,    supervisors,    of  the  Bunn-Capitol   Wholesale 
Grocery  Co.,   Bloomington,    111.,    for  assistance  in  selecting  participating  stores  and 
taking  inventories. 

R.    W.   Hoecker,   head,  Wholesaling  and  Retailing  Section,   Transportation  and 
Facilities  Branch,  Agricultural  Marketing  Service,   U.   S.   Department  of  Agriculture, 
directed  the  preparation  of  this  report. 
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SUMMARY    AND    CONCLUSIONS 

A  study  of  the   sales  and  inventories  of  11   retail    food  stores,    on  >^ich  this  report 
is  based,    revealed  that  approximately   30  percent  of  the  grocery  items  studied  had  average 
sales  of  one  unit  per  week   or  less. 

Retail    food  sales  in  9  of  the  stores,    in  which  15  or  more  categories  of  groceries 
were  surveyed,    showed  that   at  least  29  percent  of  the  700   to  1,000  items  studied  in  each 
store  had   sales  of  10  units  or  less  during  a  4-week  period.    Four  of  the  stores  sold 
10  units  or  less  of  more  than  half  the  items  displayed.    The   averages   for   the  9  stores 
showed  the   following:    6.5   percent  of  all    items  studied  with  no   sales  during  the  4-week 
period;    23.4  percent  of  all   items  with  1  throu^   5  unit  sales;    13.8  percent  with  6   throu^ 
10  units;    18.3  percent  with  11   through  20  units;    10.8  percent  with  21   through  30  units; 
and  27^2   percent  of  all    items  observed  with   sales  over  30  units  in  4  weeks. 

The  main   factors   accounting   for  items  that  either  moved   slowly  or  did  not  sell    at 
all   were:    (1)  Failure  to  eliminate  nonselling  stock;    (2)   brand   duplication  of  slow-selling 
items;    and   (3)   duplication  of  unit   sizes  in   the   same  price   range. 

This  report  indicates   the  need  for  a  periodic  and  systematic  exanination  of  the 
movement  of  most  items   stocked  in   retail    food  stores,    Ihe  practices  surveyed  indicated 
that  many   slow-moving  and  nonselling  itons  were  being  stocked  which  could  be   advantageously 
discontinued  and   replaced  by  items   that  would  be  in  more   demand.   Thus  by  increasing  sales 
and  turnover  and   reducing  outs   (out-of- stock    situations),    the  operation  would  become  more 
profitable   and  would   serve  customers   better. 

To  obtain  the  greatest  advantage  of  stocking  in  relation   to   turnover,    the  sales  for 
each  iton  should  be   analyzed  separately.    After  the   sales   record   for  each  item  has  been 
obtained,    retailers  could   follow  the  same  procedure  in  making  adjustments  in   their  displays 
as  was   followed  in   the   retail    stores   surveyed  in   this   study. 

The  check  on   sales   should  be  made  periodically  and   the  necessary   adjustments  in 
stocking  repeated.    Items   that   sell    well    today  may  have   a  considerably  different  sales 
performance  6  months  or  a  year   from  now. 

This  study   raises   a  number  of  questions: 

(1)  Should  cases  of  slow-moving  items  be  broken   at   the  warehouse? 

(2)  Should  some  merchandise  be  packed  in   smaller  cases?  Would   this   result  in  wider 
distribution  and  more  sales?  How  much  would   this   add   to   the  cost  of  packaging  and  handling? 

(3)  Should  display  shelves  be  made  more   shallow  and  with   additional    shelves   to  allow        j 
for  more  display   space? 

(4)  How  can   slow-moving  and  nonselling  items   be  detected? 

(5)  How  many  brands,    items,    and  unit  sizes  should  be   stocked? 
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SPACE  ALLOCATION  FOR  GROCERY  ITEMS  IN  FOOD  STORES 


By  V.    L.   Browner,   president,    1/ 

National   Association  of  Retail   Grocers, 

and  Hans  Pauli,   marketing  specialist. 

Transportation   and  Facilities  Branch, 

Agricultural  Marketing  Service 


INTRODUCTION 

As  supermarkets  have  expanded   toward  one- stop   shopping  centers,    the  competition    for 
space  within   the   stores  has  become   acute.    There  are  increased  space  requirements   for  new 
departments,    new  merchandise,    more  categories,    additional   items   for  existing  categories, 
preparation    areas  and   temporary  storage  in  back   rooms,    wider  aisles,    check   stands,    and 
shopping  carts.   The  need   for  and  high  cost  of  display   space  has  emphasized   the  importance 
of  securing  a  relatively  high   rate  of  turnover   for   all   items.   Previous  research  has 
indicated  that  the  income  of  retail    stores  probably  can  be  increased  by  increasing  stock 
turnover. 

Food  retailers,    faced  with  higher  rentals,    building,    labor,    and  other   costs,    realize 
that  margins  are  meaningless  unless  related   to   turnover.    Thus,    turnover  consistent  with 
sound  merchandising  and  stocking  practices  has  become  one  of  the  major   factors  in  lowering 
the  cost  of  food  distribution. 

OBJECTIVES  AND  PROCEDURE 

The  object  of  this  study  was   to  help   reduce  costs  of  retailing  foods  by  improving  the 
allocation  of  selling  space.   This  was  undertaken  by:    (1)   Examining  the   stocking  procedures 
of  11  retail    food  stores  with  different  management,    sizes,    and  locations;    (2)    examining 
the  effectiveness  of  their  present  shelf  space   allocations;    (3)   developing  a  stocking 
plan    for  allocation  of  selling  space  in   relation   to  iton   sales  performance;    (4)    attempting 
to  increase   turnover  in  existing  it^ns;    and  (5)   making  it  possible   for  stores  to   carry   a 
bigger  selection  of  merchandise  without  appreciably  increasing  investment  in   floor  space. 

Nine  successfully  operated   retail    food  stores  in   the  Midwest  and  2   located  on   the 
Atlantic  seaboard  were  chosen   as  case   studies.   Total    annual    sales   for  the  stores   ranged 
from  $150,000   to  $2,500,000*   The   stores  were  located  in   cities  ranging  in  population   from 
about  2,000   to   1,000,000.    Nineteen  grocery  categories  with  low  seasonal    variations  were 
selected.    Records  were  obtained   for  a  4- week  period. 

During   the  4-week  period  no  changes  were  made  in   the  display  of  the  items   studied. 
The  existing  numbers  of  rows,    units,    and  shelf  positions  were  maintained.   Out-of-stock 
conditions  were  guarded  against  and  other  influences   that  might  affect  normal    sales  were 
eliminated  insofar  as  possible.    The   following  categories  were  studied: 


1/   President    from  July    1952    to   July    1954. 
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1. 

Pickles,    olives  and  relish 

11. 

Canned  vegetables 

2. 

Baking  supplies 

12. 

Canned  fruits 

3. 

Canned  juices 

13. 

Canned  meat  and  chicken 

4. 

Oils  and  salad  dressing 

14. 

Canned  fish 

5. 

Cereals 

15. 

Canned  milk 

6. 

Beverages   (soft  drinks  not 

16. 

Sugar 

included) 

17. 

Pet  foods 

<  • 

Baby   foods 

18. 

Soaps 

8. 

Spreads 

19. 

Dietetic   foods 

9. 

Soups 

10. 

Condiments 

For  each  of  the  9  midwestern   stores  at  least  15  of  the  above  categories  were  studied. 
For  each  of  the  2   stores  on   the  Atlantic  seaboard  only  the  canned  fruit  and  vegetable 
categories  were  considered. 

Sales   for  each   store  were  determined  in  physical  units  by:    (1)  Obtaining  at  the 
beginning  of  the  4-week  period  an  opening  inventory  (shelf  and  back   room)  of  the  items 
in  each  category  studied;    (2)   recording  all   deliveries  of  these  items   to  the  store  during 
the  period  and  adding  them  to  the  opening  inventory;    and   (3)    taking  an  inventory  at  the 
end  of  the  period  and  subtracting  the  closing  inventory  of  each  item.  A  sample  of  the 
forni  on  which  records  were  kept  is  shown  in   figure  1.    2/ 
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Figure  i. 
Description  of  Participating  Stores 

Store  A  had   an   approximate   total    annual    sales  volume  of  $150,000;    Store  C, 
$400,000;    and  Store  E,    $500,000.    Ihese  three  stores   are  in  small   cities  with  no  industry, 
and  depend  principally  on    farm   trade. 


2/  More    detailed   examples    of    the    data    obtained    from    the    use    of    this    form   are    being 
prepared    at   NARGUS   headquarters,    360   North   Michigan   Avenue,    Chicago,    111. 


Store  B,    with  an   approximate   total    annual  sales  volume  of  $300,000,    is  in   a  suburban 

area  and   receives  its  patronage  from  customers  in   the  medium-    and  high-income  groups. 

Store  D,   with   a  sales  volume  of  $450,000,    also  is  in   a  suburban  area  but  draws  its   trade 
from   the  middle-    and  low- income   groups. 

Store  G,    with  an  approximate  total    annual    sales  volume  of  $800,000,    obtains  its 
patronage  mainly   from  colleges.   State  institutions,    industrial   workers,    and   farmers. 
Store  H,    with   a  sales  volume  of  $900,000,    and  Store  I,    with  a  sales  volume  of  $1,500,000, 
are  in  industrial    centers   and  obtain  most  of  their  business   from  industrial    workers. 
Store  F,    with   a  sales  volume  of  $650,000,    is  located  in   a  small    city  within   10  miles  of 
an  industrial    center  and  depends  upon   farmers   and   industrial    workers   for  patronage.    Store  J, 
with   a  sales  volume  of  $1,500,000,    has  a   suburban   location  close   to   a  city  of  about  a 
million  population.    Its  business  is  obtained   from  people  in   the  middle- income  group. 
Store  K,    with  a  sales  volume  of  $2,500,000,   is  in   a  city  of  approximately  a  million  pop- 
ulation  and  is  patronized  largely  by  customers  with  below  average  incomes. 

Definition  of  Terms 

Terms  used  in  this  report  are  defined  as   follows:    (1)   Unit--a  single  can  or  package 
of  merchandise-- that  is,    1  can  of  soup  or  1  package  of  cereal;    (2)    item- -units  of  identical 
merchandise- -for  example,    1  brand,    size,    and  kind  of  cereal;    (3)   brand-- can p any  name  or 
trade  name  identifying  the  product;    (4)    category- -items  of  similar  merchandise  usually 
grouped  together-- for  example,    all    brands,    kinds,    and  sizes  of  soup,    or  of  cereals;    and 
(5)    turnoi^er- -number  of  times  per  year  that   the  quantity  displayed, on   the  shelf  is  sold. 
Turnover  is  computed  by  dividing  the  average  wedcly  units   sold  during  a  4- week  period  by 
the  number  of  units  in   full   display  and  multiplying  by  52. 

Variation  Among  Stores 

The  display,    sales,    and  turnover  data  varied   considerably  among  the   11   stores   studied 
presumably  because  of  differences  in   trade  areas,    competition,   management,    and   size  of 
stores.   Therefore,    the  data  from  each  store   are  presented  separately  in   tables   1-11,   pp.   8-17 
by  categories.    These  data  are  presented  in   the  order  of  the   total    volume  of  store  sales. 

There  was  a  relationship  between   the  volume  of  the   store  sales  and  the  number  of  items 
stocked,    but   this   relationship  was  not   as  close   as  might  be  ej^ected.    For  example,    store  B 
(table  1),    with    average  weekly  sales  of  3,403  units   for   16   categories,   carried  884  items. 
On   the  other  hand,    store  H  (table  8),    with  average  weekly  sales  of  9,284  units,   or  nearly 
3  times   that  of  store  B,    carried  only  802  items  in   16  comparable  categories.   Stores  with 
the  larger  sales  volume   and   store  area  tended   to  carry   the  same  number  of  categories  as   the 
smaller  stores  but  more  items  per  category. 

In  7   of  the   11  stores,    annual    turnover  of  the  categories  studied   averaged  between 
11  and  15;    the  2  stores  with  the  smallest  sales  volume  averaged  less  than  10  annual    turnovers. 
Stores  J   and  K  obtained   a  turnover  of  14   and   18,    respectively,    in   their  canned   fruit  and 
vegetable  categories. 

TTiere  were  considerable  differences  among  the  stores  in  the  number  of  items  stocked 
for  which  no  sales  were  made  during  the  4  weeks  of  the  study.  All  of  the  9  stores  in  the 
Midwest  had   some  items   stocked  in   which  no   sales  were  made.    The  stores  with    the  smaller 
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sales  volume   tended   to  have  the  greatest  proportion  of  dead  items  in   stock.    The  smallest- 
volume  store  had   115   items  for  which  no   sales  were  made   (15  percent  of  the  items  stocked 
in   18  categories).  On   the  other  hand,    store  H,    with  an  annual   volume  of  about  $900,000, 
had  only   14  items,   or  1.5  percent  of  the  items  in   the  18   comparable  categories,   which  did 
no  t  sel 1 . 

The  percentage  of  items  with  different  numbers  of  units   sold  per  item,    in   each  of  the 

9  stores  in  which   15  or  more  categories  were  studied,    are   shown  in    figure  2.    As  can  be 
noted   from  the   figure,    at  least  29  percent  of  the  items  in   all   of  the  stores  had  sales  of 

10  units  or  less  during  the  4-week  period.    In  4  of  the  stores  over  half  of  the  items 
carried  had  sales  of  10  units  or  less  during  the  same  period.   Although   the  stores  with   the 
analler  sed  es  volume  tended  to  carry  the  largest  proportion  of  dead  and  slow-moving  items, 
store  D,    with  an   annual   volume  of  about  $450,000,    had  the  smallest  proportion  of  slow-moving 
items.   The  percentage  of  items  with  over  30  units  sold  per  item  during  the  4-week  period 
varied  from   13  percent   for  store  B  to  40.1  percent  for  store  H. 


PERCENTAGE  OF  ITEMS  WITH  DIFFERENT  UNIT  SALES  PER  ITEM 
IN  NINE  MIDWEST  STORES  DURING  A  4-WEEK  PERIOD,1953 


No  Units  Sold 

I  to  5  Units  Sold 
Per  Item. 

6  to  10  Units  Sold 
Per  Item 

II  to  20  Units  Sold 
Per  Item. 

21  to  30  Units  Sold 
Per  Item. 


1,  Over  30  Units  Sold 
Per  Item 


ABCDEFGH       I 
Stores  (Arranged  in  order  of  annual  sales  volume) 
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Figure  2. 
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Variation  Among  Categories 

The  experience  of  the  stores  studied  was   fairly  consistent   for   some  of  the  categories 
while  it  varied  widely   for  others   (table  12,   p.    18).    Ihe   turnover   rate  on   the  sugar  and 
canned  milk  categories  was  relatively  high   for   all    stores  except   for  canned  milk  in  one 
store.   Turnover  rates   for  the  pickle,    olive,    and  relish  category,    and  the  canned  meat  and 
chicken  category,    were   10  or  less   for   all    stores  except  one   for  each  of  these  categories. 

Differences  among  stores  in  the   turnover   rate  were   small    for  the  spread  category, 
varying  only   from  8   to   11;    however,    for   the  condiment  category   the   turnover   rate  varied 
from  6  to  40. 

All   of  the  individual    stores  had  wide  variations  in   the   turnover  rates   for   the 
categories  studied   and  even  wider  variations  among  items.    Among  categories,    the  individual 
store  with   the  greatest  difference  had  a  turnover  of  4   for  one  category   and  of  120    for 
another;    the  corresponding  figures   for   the   store  with   the   smallest  difference  were  4   and  34. 

The  problem  of  getting  consistently  high   turnover   appears  universal    for  the  11  stores 
studied.    Even   store  E,    which  had   the  highest   average   annual    turnover   rate  of  20,   had  con- 
siderably lower  turnover  rates  than   the  other   stores   for  the  canned  meat   and  chicken  category 
and  the  pet   food  category. 

Also   shown  in   table    12  are   the  number  of  brands   carried  in  each  category  for  each 
store.    As  was  noted   for  items,    the  relationship  between   sales  volume  and  number  of  brands 
stocked  was  not   as  close   as  was  ejq^ected.    In  most  cases  the   smaller  volume  stores  carried 
practically   as  many  brands  and,    in  some  instances,   more   brands   than   the   larger   stores.    For 
example,    store   I  carried  293  brands  in   16~  categories  with  weekly  sales  of  8,998  units  while 
store  B  carried  314  brands  in   the  same   16  categories  with  weekly  sales  of  only  3,403  units. 

Inspection  of  the  individual    store  data  indicates  that   slow  item  turnover  is  primarily 
the  result  of  (1)    too  much   space   allocated   to   slow- selling  or  nonselling  items;    or   (2)   dis- 
playing several    brands  of  the   slow-selling  items.   However,    data  in  table  12  do  not   consistently 
show  that   the  stores  with   a  relatively  small   number  of  brands  have  a  higher  rate  of  turnover 
than   those  stores  with   a  relatively   large  number  of  brands. 

For  15   comparable  categories  the  relationship  between   the  number  of  units  sold   and 
the  number  of  items   and  brands  stocked,    the   turnover,    and  the  units  sold  per  brand  are 
summarized  in  table  13,    p.    19.   Although   the  3  largest  stores  of  the  group  of  9   sold   228  per- 
cent more  units   than  the  3   smallest  stores,    these  3   largest  stores  stocked  only   19  percent 
more  items  and  10  percent  more  brands.   Hence,   units  sold  per  brand  were  considerably  higher 
in   the  group  of  largest  stores.    Annual    turnover  was  essentially   the   same  for  the  medium- 
sized  and  large  stores. 

Display  Adjustments  Made  in  Stores 

None  of  the  11  operators  included  in   this  study  had   followed  a  systematic  stocking 
plan.    Ihey  applied  the    findings  made  on   their  stores  by   the   following  procedures: 
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1.  They  discontinued  handling  nonselling  items   and  many  of  the  slow-moving  items 
for  which  comparable  items  of  other  brands  or  other   sizes  of  the   same  brand  were  stocked. 

2.  On  the  basis  of  the  sales  performance  of  each  item  during  the   test  period,    and 
consistent  with  what  the  operator,    wholesaler   supervisor,    and  researcher  believed  to  be 
good  merchandising  and   stocking  practices,    they  stocked  most   shelf  displays  in   the  follow- 
ing manner: 

a.  Very   fast  moving  items--less   than   one  week's  supply  was   stocked  to 

obtain  more  than   52    turnovers  per  year. 

b.  Fast  moving  items- -between    1   and  2  week's  supply  was   stocked  to  obtain 

more   than  26   turnovers  per  year. 

c.  Medium  moving  items- -about  a  2   weeks'    supply  was   stocked  to  obtain 

about  26   turnovers  per  year. 

d.  Slow-moving  items- -a  minimum  display  was   stocked. 

Some   modification  in  applying  the  plan  described  was  necessitated  by  such  considerations 
as  (1)   store  size  in  relation   to   total    sales  and  number  of  items  carried,    (2)    stocking  full 
rows,    (3)  margin   differentials,    (4)   shelf  positions,    and  (5)  number  of  units  packed  in  a 
case. 

3.  Stocked  new  itans  \Ahich  the  operators  thought  would  sell  well  in  their  stores,  in 
the  space  made  available  through  the  discontinuance  of  nonselling  items  and  smaller  shelf 
displays   for   slow-moving  ones. 

Smaller  cases  of  slow-moving  items  would   aid  retailers   in  more  closely   adjusting   the 
size  of  displays  to   the  sales  of  these  items  and  would  help   to  obtain   a  higher  turnover 
rate   for   them.    For  example,    an  item  packed  in   a  case  containing  48  units   and  with  sales 
potential   of  1   to  5  units  per  week  makes  it  impossible   to  obtain   a  satisfactory  turnover 
in   relation   to   stocks  on  hand. 

Tables,    14,    15,    and   16,    pp.   20-22,    show  the   adjustments  made  in   the  3  stores   for 
\4iich  ccMTiplete  data  were  available.    A  comparison  of  the  numbers  of  items,    rows,    and  units 
remaining  on   display  after   the  adjustments  with   those   for  displays  during  the  survey  in 
stores  B,    C,    and  H  is  shown  graphically  in   figure  3.   New  adjustments  in   the  allocation  of 
shelf  space  should  be  ^nade  in   these   stores  as   additional    information   is  obtained  on   the 
turnover  of  the  items  displayed. 

Among  the   16  or  more  categories  reported  in   these  3   stores,    the  operators  discontinued 
handling  an   average  of  10  percent  of  the  items    formerly   stocked  and  reduced   the  number  of 
units  displayed  by  about   30  percent.   Considerable   space  was   thus  made  available  for  new 
items  which,    if  selected  \^isely,    could   add  considerably   to   store  sales.    Store  B  made  the 
largest  proportionate  overall    reduction  of  items  and  units  displayed,    while  store  C  made 
the  smallest.    Store  H  made  a  relatively   small    reduction   in  number  of  items  carried  but  a 
large   reduction   in   the  display  of  the  items  carried. 
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PROPORTION  OF  THE  GROCERY  ITEMS,   ROWS  AND  UNITS  REMAINING  UN 

DISPLAY  AFTER  ADJUSTMENT  OF  THOSE  THAT  WERE  DISPLAYED 

DURING  THE  SURVEY  IN  THREE  MIDWEST  STORES 


Items  Rows  Units      Items  Rows  Units      Items  Rows  Units 
Store  B  Store  C  Store  H 


U.S.  DEPARTMENT  OF  AGRICULTURE 


NEC.   1268-54(12)     AGRICULTURAL  MARKETING  SERVICE 


Figure  3. 
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